Reconciliation of Statement of Revenues, Expenditures and
Changesin Fund Balances of Governmental Funds
to the Statement of Activities

For the fiscal year ended June 30, 2004
(Amountsin thousands)

Net changein fund balances - total governmental funds..........cccovvenineinincneee s $ 2,403,389

Amounts reported for governmental activities in the statement of activities are different because:

Governmental funds report capital outlays as expenditures. However, in the
statement of activities, the cost of those assetsis allocated over their estimated

useful lives and reported as depreciation expense. Thisisthe amount by which
capital outlays exceeded depreciation in the current period, including increases
to construction in process, but excluding reductions and diSpoSitions...........ccceeeveeierereseseenen. 208,774

Amounts presented in the statement of activities, but not in the change in fund
fund balances due to difference in revnue and expense recognition under 270,471
different bases Of ACCOUNLING........ooui i e e e et e e e

Elimination of due from/ due to activity between state departments within
government and buSINESS-tyPe ACHIVITIES. .. ... .. iniie e e e (9,959)

Theissuance of long - term debt (e.g. bonds, leases) provides current financial

resources to governmental funds, while the repayment of principal of long - term

debt consumes the current financial resources of governmental funds. Neither

transaction has any effect on net assets. Also, governmental funds report the

effect of issuance costs, premiums, discounts, and similar items when debt is

first issued, whereas these amounts are deferred and amortized as part of the

statement of activities. Thisamount is the net effect of these differencesin

the treatment of long - term debt and related ItEMS..........coo e (1,419,666)

Pension Underfunding Boston Teachers Retirement System Net Obligation (30,338)
Some expenses reported in the statement of activities do not require the use of

current financial resources and therefore, are not reported as expendituresin

governmental funds. These expensesinclude accrued interest, lottery prizes,

claims and benefits that are reported in the statement of activities, but not in funds.................... 341,419

Changein net assets of governmental aCtiVities.........cceoeiererierere s e e s $ 1,764,090

The notes to the financial statements are an integral part of this statement.
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